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SUBJECT: PRIME MINISTER'S ADVISORY COUNCIL URGES LESS RE- 
STRICTIVE ECONOMIC POLICY 

1 . A PRIVATE SECTOR ECONOMIST TELLS US THAT AT RECENT CLOSED 
MEETING OF SOUTH AFRICAN ECONOMIC ADVISORY COUNCIL (EAC), THE 
GROUPS THAT HAD FOR SOME TIME BEEN URGING EASIER MOETARY 
POLICIES FINALLY GAINED THE ASENDANCY. HE EXPECTS THIS CHANGE 
SOON TO BE TRANSLATED INTO SPECIFIC GOVERNMENT MEASURES AIMED 
AT MOVING THE GROWTH RATE FROM LESS THAN THREE PERCENT, WHICH 
IS SEEN AS MAXIMUM THAT CAN BE ACHIEVED WITHOUT FOREIGN CAPITAL 
INFLOW, CLOSER TO FIVE PERCENT NEEDED TO MODERATE UNEMPLOYMENT 
PROBLEM AND RESTORE CONFIDENCE OF FOREIGN INVESTORS. 

2. VIEWS OF RESERVE BANK, MOST COMMERCIAL BANKS, AND MINING 
HOUSES HAVE HERETOFORE DOMINATED IN EAC, RESULTING IN CONSERVA- 
TIVE POLICIES WITH PRIORITY GIVEN TO PROTECTING BLALANCE 

OF PAYMENTS AND CONTROLLING COSTS AND RATE OF INFLATION. 

BUT, AFTER THREE YEARS, THESE POLICIES HAD BEEN SUCCESSFUL 
ONLY IN BRININGING CURRENT PAYMENTS BALANCE AROUND, WITH NO 
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OTHER BENEFITS FROM THE ECONOMIC SACRIFICES COUNTRY HAD 
BEEN SUBJECTED TO. 

3. AT EAC MEETING A DEFINITE SHIFT OF FORCES IN FAVOR OF 
GREATER ECONOMIC STIMULUS TOOK PLACE. AMONG THE GROUPS 
FAVORING A CHANGE IN POLICY WERE THE MANUFACTURING 
SECTOR, DEPARTMENT OF FOREIGN AFFAIRS (BOTH OF THESE HAD 
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PREVIOUSLY BEEN LEADING VOICES FOR CHANGE), TREASURY, THE 
SA MILITARY WHICH HAS BEEN REPRESENTED ON THE EAC FOR THE 
PAST THREE YEARS, AND FACTION IN RESERVE BANK HEADED BY 
SENIOR DEPUTY GOVERNOR DE KOCK. 

4. OUR CONTACT SAID NAMING OF DE KOCK COMMISSION OF IN- 
QUIRY INTO SA MONETARY SYSTEM A YEAR AGO AND MOSTERT COM- 
MISSION TO INVESTIGATE EXCHANGE CONTROL EVASIONS COULD 
ONLY BE CONSTRUED AS VOTE OF LACK OF CONFIDENCE IN RE- 
SERVE BANK. DE KOCK WAS AT TIME NAMED SPECIAL 
ECONOMIC ADVISOR TO MINISTRY OF FINANCE WHICH GAVE HIM 
NEEDED OPPORTUNITY TO CHALLENGE CONSERVATIVE POLICIES OF 
RESERVE BANK GOVERNOR DE JONGH. LIMITED ECONOMIC STIMULUS 
ANNOUNCED IN GOVERNOR'S ANNUAL ADDRESS (PRETORIA 5013) IS TO 
BE SEEN AS REFLECTING CONSERVATIVE POSITION OF DE JONGH 
WHICH MAY SOON BE OVERRIDEN. 

5. COMMENT: JUST HOW GOVERNMENT COULD UNDERTAKE A MORE 
STIMULATORY COURSE WITHOUT RENEWED BALANCE OF PAYMENTS 
PRESSURES WAS NOT STATED. HIGHER GOLD PRICE, FOREIGN 
LOANS REPORTEDLY NOW AVAILABLE FOR LONGER TERM (ALTHOUGH 
STILL AT HIGH INTEREST RATES) AND POSSIBLE GOLD SWAPS 
COULD CUSHION THESE PRESSURES FOR A TIME. IF GROWTH RATE 

IS NOTCHED UP IN 1979, CAPITAL INFLOW COULD IMPROVE. 

6. EVEN IF THURNABOUT ON EAC WAS AS DRAMATIC AS PORTRAYED, 
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IT IS NOT CLEAR HOW RAPIDLY OR RESOLUTELY GOVERNMENT WILL 
APPLY NEW POLICIES. DEVELOPMENT COMES AT AN AWKWARD TIME 
FOR DECISION MAKING. PRIME MINISTER HAS BEEN OUT OF AC- 
TION SINCE EAC REPORTED ITS CONCLUSIONS TO HIM IN LATE 
AUGUST. CHAIRMAN OF EAC AND PRIME MINISTER'S ECONOMIC 
ADVISER, PIET RIEKERT, AN INFLUENTIAL FIGURE FOR DECADES 
AND CONFIDANT OF PRIME MINISTER FROM TIME THEY WERE IN- 
TERNED TOGETHER DURING WORLD WAR II, RETIRED AT END OF 
AUGUST. RIEKERT HAS BEEN REPLACED BY SIMON BRAND, AN 
ABLE YOUNGER ECONOMIST OF DISTINCTLY LIBERAL CAST WITH A 
DEGREE FROM STANFORD. BRAND DOES NOT YET HAVE ANYTHING 
LIKE RIEKERT'S PRESTIGE IN ECONOMIC COMMUNITY OR STANDING 
WITH PRIME MINISTER. 

EDMONDSON 


LIMITED OFFICIAL USE 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 jan 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: PRIME MINISTER, POLICIES, ECONOMIC PROGRAMS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 14 sep 1978 
Decaption Date: 01 jan 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978PRETOR05429 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D780377-0019 
Format: TEL 
From: PRETORIA 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t19780966/aaaaccnl.tel 

Line Count: 108 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 520e2250-c288-dd1 1-92da-001cc4696bcc 
Office: ACTION AF 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: n/a 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 03 may 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 1432648 
Secure: OPEN 
Status: NATIVE 

Subject: PRIME MINISTERYS ADVISORY COUNCIL URGES LESS RE- STRICTIVE ECONOMIC POLICY 
TAGS: EFIN, EGEN, SF 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/520e2250-c288-dd11-92da-001cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



